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Accounting Officer's Report 


1 OPERATING RESULTS 

Detailsofoperatingresults, dassificationandobjectof expenditure are Induded In appendices C and D. A summary of the 
operating for the year under review Is set out hereunder 


1.1 Rate and Generat Services 

Expenditure 

Ordinary 

Capital 


Income 

Assessnrent Rates 
Other 

Accumulated Surplus 

Surp!us/(Deficit) for year 
Surplus brought forward 
PrlotYear Adjustment 
Reduction in Bad Debt Proviston 


2012/2013 2011/2012 


71 , 249 , 4^8 

0 

71,249,448 

15,562,302 

90,301,315 

105,863,617 

34,614,169 

119,357,667 


64,752,784 

0 

64,752,784 

9,352,617 

83,334,645 

92,687,262 

27,934,478 

91,423,189 


153,971,836 119,357,667 


2 CAPITAL EXPENDITURE AND FINANCING 

Expenditure 

Rate and General Services 


2012/2013 

25,569,099 

25,569,099 


2011/2012 

16,446,261 

16,446,261 


Flnanclng 

Grants and Subsldles 

Revenue Contributions to Capital OuUay 


25,569,099 16,446,261 


18,404,000 16,446,261 

7,165,099 0 


3 REVENUE 

Rates form 14.70% of the total (ncome of ttw municipality, the remainder of the Income is generated by grants and trading servlces, 
The Equitable Share received ."om Natlonal Government forms the bulk of ttie munldpalities income amounting to R 55 307 000.00. 

Interest received on investments and the current amounts is R 795 711 and Interest on arrear accounts amounted to R 7 563 583. 


4 EXPENDITURE 

Employee costs amounts to R29.69 million and forms 41% of total expenditure of the munidpality, while repairs and maintenance amounted 
to R3 851 107 and forms 5.4% of total expenditure. 


Mr. M.V. Cebekhulu 
Accounting Officer 


29-Aug-13 

Date 
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ulVlSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2013 


1. BASIS OF PRESENTATION 

The Annual financial statements have been prepared in accordance with the 
Standards of Generally Recognised Accounting Practices (GRAP). 

The Standards comprise of the foliowing: 


GRAP 1 

Presentation of Financial Statements 

GRAP2 

Cash Flow Statements 

GRAP3 

Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP5 

Borrowing Costs 

GRAP 9 

Revenue 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 17 

Property, Plant and Equipment 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Asset 


GRAP statements 4, 6, 7, 8, 10, 11, 14. 16, 100, 101 and 102 have not been 
implemented since they do not affect the operations of the municipality. GRAP 
statement 18 is currently not being applied since no effective date has yet been 
determined. 

GRAP statements 21, 23. 24, 26, 103 and 104 have been effective from 1 April 2012 
and thereafter. GRAP 103 has not been implemented by the municipality since it does 
not have any Heritage assets. 

The Minister of Finance has announced the effective date for GRAP 25 as on or after 
01 April 2013, however he still has not determined effective dates for the GRAP 
statements 105, 106 and 107. The statements that affect the municipality will be 
applied once the effective dates are determined and the impact of the application of 
the statements is not known and cannot be reasonably estimated. 

Details of related party transactions are disclosed as per paragraph 27 of IPSAS 20. 

These accounting policies are consistent with those of the previous financia! year. 

These accounting policies and the applicable disclosures have been based on 
Standards Of International Public Sector Accounting Standards (PSAS) issued by the 
International Federation of Accountants-Public Sector Committee, International 
Accounting Standards (lAS) issued by the International Accounting Standards Board, 
of Generally Accepted Accounting Practice issued by the South African Accounting 
Practice Boards and the South Afrlcan Institute of Chartered Accountants’ Accounting 
Practice Committee. 
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ulWSHWATHI IVIUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2013 

The principal accounting policies adopted in the preparation of these annual financial 
statements. have been consistently applied. Assets, liabilities, revenues and expenses 
have not been offset except vjhen offsetling is required or permitted by a Standard of 
GRAP. 


2. PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand 

3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

4. HOUSING DEVELOPMENT FUND 

The Housing Development Fund was established in terms of the Housing Act, (Act No. 
107 of 1997). Loans from national and provincial government used to finance housing 
selling schemes undertaken by the Municipality were extinguished on 01 April 1998 
and transferred to a Housing Development Fund. Housing selling schemes both 
complete and in progress as at 01 April 1998, were also transferred to the Housing 
Development Fund. In terms of the Housing Act, all proceeds from housing 
developments, which include rental income and sales of houses, must be paid into the 
Housing Development Fund. Monies standing to the credit of the of the Housing 
Development Fund can be used only to finance housing developments within the 
municipality area subject to the approval of the Provincial MEC responsible for 
housing. 

5. RESERVES 

5.1 Revaluation Reserve 

A revaluation reserve is created in the event where the values of items of property, 
plant and equipment are valued up. The increased amount of revaluation is credited to 
the revaluation reserve. Any subsequent revaluations of items of property. plant and 
equipment is charged agalnst this revaluation reserve. 

6. ASSETS 

6.1 PROPERTY, PLANT AND EQUIPMENT 

Property. plant and equipment, is stated at cost, less accumulated depreciation. 
Land is not depreciated as it is deemed to have an indefinite life. 

The cost of items of property. plant and equipment acquired in exchange for a non- 
monetary or monetary asset, or a combination of monetary and non-monetary assets 
is measured at its fair value .If the cost cannot be measured at its fair value, its cost is 
measured at the carrying amount of the asset given up. 
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uMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FiNANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2013 

Assets under construction are recognised as such and capitaiized at the cost incurred 
as at year end. Subsequent expenditure is capitalized when the recognition and 
measurement criteria of an asset are met. 

The GRAP Standard on Impairment of Assets is applied to determine whether an item 
of property, plant and equipment need to be impaired. Refer to paragraph 14.1. 


Depreciation is calculated based on cost, using the straight-line method over the 
estimated useful lives of the assets. The annual depreciation rates are based on the 
foilowing estimated asset lives:- 



YEAR 

OTHER 

YEARS 

Infrastructure 




Roads and Pavinq 

30 

Buildings 

30 

Pedestrian Malls 

30 

Air Conditioners 

5 

Eiectricity 

20 

Other Vehicles 

5 

Housing 

30 

Office equipment 

5 

Street Lights 

25 

Furniture and Fitting 

10 



Radios 

5 

Community 


Other items of plant and 
equipment 

3 

Buildings 

30 

Compulers and Computer 
Software 

5 

Security 

5 




The gain or loss arising on the disposal or retirement of an item of property, plant and 
equipment is determined as the difference between the sales proceeds and the 
carrying value and is recognized in the Statement of Financial Performance. 

Where the carrying amount of an item of property, plant and equipment is greater than 
the estimated recoverable amount, it is written down immediately to its recoverable 
amount and an impairment loss is charged against the Revaluation reserve. 

Depreciation on assets under construction during the year is only provided for once 
the asset is brought into use. 

6.2 INTANGIBLE ASSETS 

Computer Software is identified as Intangible Assets and is disclosed as such in the 
financial statements. The intangible asset is amortised over its useful life. Intangible 
assets are disclosed at cost less amortization in the financial statements. 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2013 


7. FINANCIAL INSTRUMENTS 

The fair value of financial Instruments, which include fixed deposits and short-term 
deposits invested in registered banks, are valued at cost, including interest capitalized, 
at the end of the reporting period. 

Where investments have been impaired, the carrying value is adjusted by the loss, 
which is recognized as an expense in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and 
the carrying amount is charged or credited to the Statement of Financial Performance. 

The carrying vaiue of trade receivables and payabies are assumed to approximate 
their fair values. Trade receivables (debtors) have not been discounted as required by 
lAS 39 since the bulk of the debtors are rates debtors and arrear accounts are 
charged interest on the arrear balance on a monthly basis. 

7.1 ACCOUNTS RECEIVABLE 

Accounts receivable are carried at anticipated realisable vaiue. The bulk of the 
outstanding debtors are made up of rates and interest raised on arrear accounts over 
the years. An estimate is made for doubtful receivables based on a review of all 
outstanding amounts at year-end. No bad debts were whtten off during the year. 
Amounts that are receivable within 12 months from the reporting date are classified as 
realisable 

The impairment for trade receivables is calculaled on a portfolio basis and is based on 
historical loss ratios, adjusted for national and industry-specific economic conditions 
and other indicators present at the reporting date. 

7.2 TRADE CREDITORS 

Trade creditors are stated at their nominal value. 

7.3 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and with banks. Cash equivalents are short- term highly 
liquid investments that are held with registered banking institutions with maturities of 
six months or less and are subject to an insigniflcant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivaients comprise 
cash on hand, deposits held on call with banks and investments in financial 
instruments, net of bank overdraft. 

8. INVENTORIES 

The only inventory held is that of consumable stores. The cost of consumable stores is 
expensed at the time of purchase. 



uMSHWATHI IViUrMICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEIVIENTS 
FOR THE YEAR ENDED 30 JUNE 2013 


9. BORROWING COSTS 

Borrowing costs are recognised as an expense in the Statement of Financial 
Performance. 

10. REVENUE RECOGNITION 

10.1 Revenue from exchange transactions 

Service charges relating to refuse removal are recognized on a monthly basis in 
arrears by applying the approved tariff to each property. Tariffs are determined per 
category of property usage, and are levied monthly based on the number of refuse 
containers on each property, regardless of whether or not ail containers are emptied 
during the month 

Interest and rentals are recognized on a time proportionate basis. 

Revenue arising from the application of the approved tariff of charges is recognized 
when the relevant service is rendered by applying the reievant gazetted tariff. This 
includes the issuing of licenses and permits. 

Income for agency services is recognized on a monthly basis once the income 
coliected on behalf of agents has been quantified. The income recognized is in terms 
of an agency agreement. 

Finance income from the sale of housing by way of installment sales agreements or 
finance leases is recognized on a time proportionate basis. 

Revenue from public contributions is recognized when all conditions associated with 
the contribution have been met or, where the conlribution is to finance property, plant 
and equipment, when such item of property, plant and equipment is brought into use. 

Where public contributions have been received but the municipality has not met the 
condition, a liabiiity is recognized. 

10.2 Revenue from non-exchange transactions 

Revenue from property rates is recognized when the legal entitlement to this revenue 
arises. Collection charges are recognized when such amounts are legally enforceable. 
Penalty interest on unpaid rates is recognized on a time proportionate basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and 
summonses is recognized when payment is received. 

Donations are recognized on a cash receipt basis or where the donation is in the form 
of property, plant and equipment, when such items of property. plant and equipment 
are brought into use. 
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uMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2013 


Contributed property, plant and equipment are recognized when such items of 
property, plant and equipment are brought into use. 

Revenue from the recovery of unauthorized, irregular, fruitless and wasteful 
expenditure is based on legislated procedures, including those set out in the Municipal 
Finance Management Act (Act No. 56 of 2003) and is recognized when the recovery 
thereof from the responsible Councillors or officials is virtually certain. 

11. CONDITIONALGRANTANDRECEIPTS 

Revenue received from conditional grants and donations is recognized as revenue to 
the extent that the Municipality has complled with any of the criteria, conditions or 
obligations embodied in the agreement. To the extent that the criteria, conditions or 
obligation have not been met, a liabllity is recognized. 

12. PROVISIONS 

Provisions are recognized when the Municipality has a present or constructive 
obligation as a result of past events and it is probable that an outflow of resources 
embodying economic benefits will be required to settle the obligation and a reliable 
estimate of the provision can be made. Provisions are reviewed at reporting sheet 
date and adjusted to reflect the current best estimate. 

Bank overdrafts are recorded based on the facility utilized. Finance changes on bank 
overdraft are expensed as incurred. 

13 LEASES 

Leases for photocopiers are recognised as operating leases and the contractua! iease 
payments are recognised as expenses over the term of the lease. 

The hire purchase agreement for the mayor’s vehicle is classified as a finance lease 
and is recognised as an asset in the statement of financial position and the lessor is 
disclosed as a finance lease obligation. 


14. IMPAIRMENTOF ASSETS 

14.1 Cash Generating Assets 

Cash-generating assets are those assets held by the entity with the primary objective 
of generating a commercial return. When an asset is deployed in a manner consistent 
with that adopted by a profit-orientated entity. it generates a commercial return. 
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uMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2013 

Identification 

The entity assesses at each reporting date whether there is any indication that a cash- 
generating asset may be impaired. If any such indication exists, the entity estimates 
the recoverable amount of the asset. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value 
less costs to seil and its value in use. 

When the carrying amount of a cash-generating asset exceeds its recoverable 
amount, it is impaired. 

Irrespective of whether there is any indication of impairment, the entity also tests a 
cash-generating intangible asset with an indefinite useful life or a cash-generating 
intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable amount. This impairment test is performed at the 
same time every year. If an intangible asset was initially recognised during the current 
reporting period, that intangible asset is tested for impairment before the end of the 
current reporting period. 

Value in use 

Value in use of a cash-generating asset is the present value of the estimated future 
cash flows expected to be derived from the continuing use of an asset and from its 
disposal at the end of its useful iife. 

When estimating the value in use of an asset, the entity estimates the future cash 
inflows and outflows to be derived from continuing use of the asset and from its 
ultimate disposai and the entity applies the appropriate discount rate to those future 
cash flows. 

Discount rate 

The discount rate is a pre-tax rate that reflects current market assessments of the time 
value of money, represented by the current risk-free rate of interest and the risks 
specific to the asset for which the future cash flow estimates have not been adjusted. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, 
the carrying amount of the asset is reduced to its recoverable amount. This reduction 
is an impairment loss. 

An impairment loss is charged againsl the Revaluation Reserve. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for 
the cash-generating asset is adjusted in future periods to allocate the cash-generating 
assefs revised carrying amount, less its residual value (if any), on a systematic basis 
over its remaining useful life. 
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uWlSHWATHI WIUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEIVIENTS 
FOR THE YEAR ENDED 30 JUNE 2013 


If there is any indication that an asset may be impaired, the recoverable amount is 
estimated for the individual asset. If it is not possible to estimate the recoverable 
amount of the individual asset, the entity determines the recoverable amount of the 
cash generating unit to \A/hich the asset belongs (the asset's cash-generating unit). 

If an active market exists for the output produced by an asset or group of assets, that 
asset or group of assets is identified as a cash-generating unit, even if some or ali of 
the output is used internally. If the cash inflows generated by any asset or cash 
generating unit are affected by internal transfer pricing, the entity use management's 
best estimate of future price(s) that could be achieved in arm's length transactions in 
estimating; 

• the future cash inflows used to determine the asset's or cash-generating 
unit's value in use; and 

• the future cash outflows used to determine the value in use of any other 
assets or cash-generating units that are affected by the internal transfer 
pricing. 

Cash-generating units are identified consistently from period to period for the same 
asset ortypes of assets, unless a change isjustified. 

The carrying amount of a cash-generating unit is determined on a basis consistent 
with the way the recoverable amount of the cash-generating unit is determined. 

An impairment loss is recognised for a cash-generating unit if the recoverable amount 
of the unit is iess than the carrying amount of the unit. The impairment is allocated to 
reduce the carrying amount of the cash-generating assets of the unit on a pro rata 
basis, based on the carrying amount of each asset in the unit. These reductions in 
carrying amounts are treated as impairment losses on individual assets. 

In allocating an impairment loss, the entity does not reduce the carrying amount of an 
asset below the highest of; 

• its falr value iess costs to sell (if determinable); 

• its value in use (if determinable); and 

• zero. 

The amount of the impairment loss that would otherwise have been allocated to the 
asset is allocated pro rata to the other cash-generating assets of the unit. 

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion 
of the carrying amount of that noncash generating asset is allocated to the carrying 
amount of the cash-generating unit prior to estimation of the recoverable amount of 
the cash-generating unit. 


“Il" 



uWlSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2013 

Reversal of an impairment loss 

The entity assesses at each reporting date whether there is any indication that an 
impairment loss recognised in prior periods for a cash-generating asset may no longer 
exist or may have decreased. If any such indication exists, the entity estimates the 
recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed 
if there has been a change in the estimates used to determine the asset’s recoverable 
amount since the last impairment loss was recognised. The carrying amount of the 
asset is increased to its recoverable amount. The increase is a reversal of an 
impairment loss. The increased carrying amount of an asset attributable to a reversai 
of an impairment loss does not exceed the carrying amount that would have been 
determined (net of depreciation or amortisation) had no impairment loss been 
recognised for the asset in prior periods. 

A reversal of an impairment loss for a cash-generating asset is recognised against the 
Revaluation Reserve. 

After a reversal of an impairment loss is recognised, the depreciation {amortisation) 
charge for the cash-generating asset is adjusted m future periods to allocate the cash- 
generating asset’s revised carrying amount, less tts residual value (if any), on a 
systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash- 
generating assets of the unit pro rata wilh the carrying amounts of those assets. 
These increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non-cash- 
generating asset contributing service potenlia! to a cash-generating unit. 

in aliocating a reversal of an impairment loss for a cash-generating unit, the carrying 
amount of an asset is not increased above the lower of: 

• its recoverabie amount (if determinable); and 

• the carrying amount that would have been determined (net of amortisation 
or depreciation) had no impairment loss been recognised for the asset in 
prior periods. 

• The amount of the reversal of the impairment loss that wouid otherwise 
have been allocated to the asset is allocated pro rata to the other assets of 
the unit. 

Re-designation 

The re-designation of assets from a cash-generating asset to a non-cash-generating 
asset or from a non-cash-generating asset to a cash-generating asset only occur 
when there is clear evidence that such a re-designation is appropriate. 
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uMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 20H3 

Non-Cash-Generating Assets 

Cash-generating assets are those assets held by the entity with the primary objective 
of generating a commerciai return. When an asset is deployed in a manner consistent 
with that adopted by a profit-orientated entity, it generates a commercial return. 

Non-cash-generating assets are assets otherthan cash-generating assets. 

Identification 

The entity assesses at each reporting date whether there is any indication that a non- 
cash-generating asset may be impaired. If any such indication exists, the entity 
estimates the recoverable service amount of the asset. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value 
less costs to sell and its value in use. 

When the carrying amount of a non-cash-generating asset exceeds its recoverable 
service amount, it is impaired. 

Irrespective of whether there is any indication of impairment, the entity also tests a 
non-cash-generating intangible asset with an indefinite useful life or a non-cash- 
generating intangible asset not yet available for use for impairment annually by 
comparing its carrying amount with ils recoverable service amount. This impairment 
test is performed at the same time every year. If an intangible asset was initially 
recognised during the current reporting period, that intangible asset is tested for 
impairment before the end of the current reporting period. 

Value in use 

Value in use of an asset is the present value of the asset’s remaining service potential. 

The present value of the remaining service potential of an asset is determined using 
the following approaches: 

Depreciated replacement cost approach 

The present value of the remaining service potential of a non-cash-generating asset is 
determined as the depreciated replacement cost of the asset. The replacement cost of 
an asset is the cost to replace the asset's gross service potential. This cost is 
depreciated to reflect the asset in its used condition. An asset may be replaced either 
through reproduction (replication) of the exisling asset or through replacement of its 
gross service potential. The depreciated replacement cost is measured as the 
reproduction or repiacement cost of the asset, whichever is lower, less accumulated 
depreciation calculated on the basis of such cost, to reflect the already consumed or 
expired service potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an 
“optimised” basis. The rationaie is that the entity would not repiace or reproduce the 
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uWISHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 3Q JUNE 2013 

asset with a like asset if the asset to be replaced or reproduced is an overdesigned or 
overcapacity asset. Overdesigned assets contain features which are unnecessary for 
the goods or services the asset provides. Overcapacity assets are assets that have a 
greater capacity than is necessary to meet the demand for goods or services the asset 
provides. The determination of the replacement cost or reproduction cost of an asset 
on an optimised basis thus reflects the service potential required of the asset. 

Restoration cost approach 

Restoration cost is the cost of restoring the service potential of an asset to its pre- 
impaired !eve!. The present value of the remaining service potential of the asset is 
determined by subtracting the estimated restoration cost of the asset from the current 
cost of replacing the remaining service potential of the asset before impairment. The 
latter cost is determined as the depreciated reproduction or replacement cost of the 
asset, whichever is lower. 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its 
carrying amount, the carrying amount of the asset is reduced to its recoverable service 
amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for 
the non-cash-generating asset is adjusted in future periods to allocate the non-cash- 
generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 

Reversal ofan impairment loss 

The entity assesses at each reporting date whether there is any indication that an 
impairment loss recognised in prior periods for a non-cash-generating asset may no 
longer exist or may have decreased. If any such indication exists, the entity estimates 
the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for a non-cash-generating asset is 
reversed if there has been a change in the estimates used to determine the asset’s 
recoverable service amount since the last impairment !oss was recognised. The 
carrying amount of the asset is increased to its recoverable service amount. The 
increase is a reversal of an impairment loss. The increased carrying amount of an 
asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no 
impairment loss been recognised for the asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised 
immediately in surplus or deficit. 
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ACCOUNTING POLICiES TO THE ANNUAL FINANCIAL STATEMENTS 
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After a reversal of an innpairment loss is recognised, the depreciation (amortisation) 
charge for the non-cash-generating asset is adjusted in future periods to allocate the 
non-cash-generating asset's revised carrying amount, less its residuai value (if any), 
on a systematic basis over its remaining usefu! life. 

Re-designation 

The re-designation of assets from a cash-generating asset to a non-cash-generating 
asset or from a non-cash-generating asset to a cash-generating asset only occur 
when there is clear evidence that such a re-designation is appropriate. 

15. EMPLOYEE BENEFITS 

15.1 Short-term employee benefits 

Short-term employee benefits are employee benefits (other than termination benefits) 
that are due to be settled within twelve months after the end of the period in which the 
employees render the related service. 

Short-term employee benefits include items such as: 

• wages, salaries and social security contributions; 

• short-term compensated absences (such as paid annual leave and paid sick 
leave) where the compensation for the absences is due to be settled within 
twelve months after the end of the reporting period in which the employees 
render the related employee service; 

• bonus, incentive and performance related payments payable within twelve 
months after the end of the reporting period in which the employees render 
the related service; and 

• non-monetary benefits (for example, medical care, and free or subsidised 
goods or services such as housing, cars and celi phones) for current 
employees. 

When an employee has rendered service to the entity during a reporting period, the 
entity recognises the undiscounted amount of short-term employee benefits expected 
to be paid in exchange for that service; 

• as a liability (accrued expense), after deducting any amount aiready paid. If 
the amount already paid exceeds the undiscounted amount of the benefits, 
the entity recognise that excess as an asset (prepaid expense) to the extent 
that the prepayment will lead to, for example, a reduction in future payments 
or a cash refund; and 

• as an expense, unless another Standard requires or permits the inciusion of 
the benefits in the cost of an asset. 

The expected cost of compensated absences is recognised as an expense as the 
employees render services that increase their entitlement or, in the case of non- 
accumulating absences, when the absence occurs. The entity measures the expected 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEiVIENTS 
FOR THE YEAR ENDED 30 JUNE 2013 

cost of accumulating compensated absences as the additional amount that the entity 
expects to pay as a result of the unused entitlement that has accumulated at the 
reporting date. 

The entity recognises the expected cost of bonus; incentive and performance related 
payments when the entity has a present legal or constructive obligation to make such 
payments as a result of past events and a reliabie estimate of the obligation can be 
made. A present obligation exists when the entity has no realistic alternative but to 
make the payments. 

15.2 Post-employment benefits: Defined contribution plans 

When an employee has rendered service to the entity during a reporting period, the 
entity recognises the contribution payable to a defined contribution plan in exchange 
for that service: 

• as a liabiiity (accrued expense), after deducting any contribution already 
paid. If the contribution already paid exceeds the contribution due for 
service before the reporting date, an entity recognise that excess as an 
asset (prepaid expense) to the extent that the prepayment will lead to, for 
example, a reduction in future payments or a cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of 
the contribution in the cost of an asset. 

16. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that 
is not in terms of the conditions of an allocation received from another sphere of 
government, municipality or organ of state and expenditure in the form of a grant that 
is not permitted in terms of the Municipal Finance Management Act (Act No. 56 of 
2003), Unauthorised expenditure is accounted for as an expense in the Statement of 
Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financial Performance. 

17. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance 
Management Act (Act No 56 of 2003), the Municipal System Act (Act No. 32 2000), 
the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
Municipality’s suppiy chain management policy. Irregular expenditure excludes 
unauthorised expenditure. Irreguiar expenditure is accounted for as expenditure in the 
Statement of Flnancial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statemenl of Financial Performance. 

18. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could 
have been avoided had reasonable care been exercised. Fruitless and wasteful 
expenditure is accounted for as expenditure in the Statement of Financial 
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Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 


19. 1 Current Year Comparatives 

Budgeted amounts have been included in the annual financial statements for the 
current and previous financial years 


19.2 Prior Year Comparatives 

When the presentation or classification of items in the annual financial statements is 
amended. prior period comparative amounts are reclassified. 

20. RELATED PARTIES 

The municipality operates in an economic sector currently dominated by entities 
directly or indirectly owned by the South African Government. As a consequence of 
the constitutional independence of the three spheres of government in South Africa, 
only entities within the national sphere of government are considered to be related 
parties. 


Key management are those persons responsible for planning. directing and controliing 
the activities of the entity. including those charged with the governance of the entity in 
accordance with legislation, in instances where they are required to perform such 
functions. 

Close members of the family of a person are considered to be those family members 
who may be expected to influence, or be influenced by. that management in their 
dealings wlth the entity. 

Only transactions with related parties where the transactions are not concluded within 
normal operating procedures or on terms that are not no more or no less favorable 
than the terms it would use to conclude transactions with another entity or person are 
disclosed. 
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uMSHWATHl LOC^L MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 2013 


BUDGET 


ACTUAL 


2012 

2013 REVENUE 

Note 

2013 

2012 

R 

R 


R 

R 


Revenue from Non-ExchangeTransactlons 




11,780,000 

15,230,000 Properly rates 

12 

15,562,302 

9,352,617 

890,000 

800,000 Property rates - penallles imposed and collection charges 


1,048,502 

873,068 

300,000 

800,000 Interest earned - external investments 


795,711 

571,138 

6,500,000 

7,000,000 Inlerest earned - outstanding debtors 


7,563,583 

7.455,037 

101,000 

101,000 Fines 


46,910 

41,280 

51,470,000 

58,403,000 Government granls and subsidies 

14 

58,061,000 

51,830,073 


Capital Funding 


18,404,000 

18,563.285 

71,041.000 

82,334,000 


101.482,008 

88,686,498 


Revenue from Exchange Transactlons 




1,450,000 

1,700,000 Service charges 

13 

1,649,791 

1,480,958 

140,000 

145.000 Rental of facililies and equipment 


172,800 

152,434 

1,825,000 

1,900,000 Income for agency services 


2,225,764 

1,876,463 

192,500 

640,500 Other income 

15 

333,255 

263,417 


Sale of Assets 


0 

227,492 

3,607,500 

4,385,500 


4.381.610 

4.000,764 






74,648,600 

86,719,500 Total Revenue 


105.863.617 

92,687,262 


EXPENDITURE 




29,615,514 

31,299,500 Empioyee related costs 

16 

29,692,079 

26,516,768 

5,897,486 

7,766,000 Remuneralion of Councillors 

17 

6,296,071 

6,249,538 


Bad debts 




100,000 

100,000 Collection costs 


0 

61,600 


Amortisation of intangible Assets 


0 

80,461 

6,500,000 

5,500,000 Depreciatlon 


5,371,040 

6,540,321 

6,684,000 

6,208,000 Repairs and malntenance 


3,851,107 

2,279,263 

2,500,000 

2,500,000 Interest paid 

18 

2,181 ,478 

2,704,115 

150,000 

75,000 Cohtracted services 


153,131 

32,674 

21,051,500 

22,316,000 Generai expenses 

23.7 

22,775,771 

19,360,128 

150,000 

1,200,000 Conlribution to Reserves 


928,771 

927,916 

2,000,000 

9.755,000 Contribution to Capital 


0 

0 


74,648,500 86,719,500 Total Expenditure 71,249,448 64,752,784 

- Surplus/(Deficit) for the year 34,614,169 27,934,478 


Re|erto Appendix E .1 for explanation ofvariances 


1 

I 


I 

I 
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uMSHWATHI LOCAL WIUNICIPALITY 


STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2013 



Housing 

Development 

Fund 

Revaluation 

Reserve 

Accumulated 

Surplus 

Total 


R 

R 

R 

R 

Balance as per 30 June 2011 

2,899.376 

4,619,502 

78,105,916 

85,624,793 

Surplus (deficit) for the year 

(20,099) 

- 

27,934,478 

27,914,379 

Prior Year Adjustment 

- 

(4,600) 

18,046 

13,446 

Origlnal Balance as at 30 June 2012 
Adjustment for Prior Year Adjustments 

2,879,277 

4,614,902 

106,058,438 

(2,085,809) 

113,552,617 

(2,085,809) 

Restated Balance as at 30 June 2012 

2,879,277 

4,614,902 

103,972,629 

111,466,808 

Surplus (deficit) for the year 

(55,607) 

- 

34,614,169 

34,558,562 

Prior Year Adjustment 

- 

- 

- 

- 

Old Suspense accounts reverse to Revenue 



218,314 

218,314 

Balance as at 30 June 30 June 2013 

2,823,670 

4,614,902 

138,805,113 

146,243,685 


] 


t 


I 




20 - 


uWlSHWATHI LOCAL MUNICIPALITY 
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2013 


CASH FLOW FROM OPERATING ACTIVITIES 

Recelpts 

Note 

2013 

R 

2012 

R 

Sales of Goods and Services 


15,023,080 

9,933,317 

Grants 


57,942.857 

51,830,073 

Interest Received 


795,711 

571,138 

Other Receipts 

Payments 


18,404,000 

92,165,648 

28,525,837 

90,860,365 

Empioyee Costs 


35,988,150 

32,766,306 

Suppliers 


30,522,287 

25,736,832 

interest Paid 


2,134,019 

2,704,115 

Other Payments 


0 

68,644,456 

3,639,600 

64,846,853 

NET CASH FROM OPERATING ACTIVITIES 


23,521,192 

26,013,512 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property.plant and equipment 


(25,569.099) 

(16,510,110) 

Proceeds on disposal of property,piant and equipment 


- 

227,492 

Proceeds from investments 


3,151.541 

(4,951,448) 

NET CASH FROM INVESTING ACTIVITIES 


(22,417,558) 

(21,234,066) 

CASH FLOWS FROM FROM FINANCING ACTIVITIES 

Repayment of external loans 


(1,120,127) 

(4,511,535) 

Repayment of finance lease obligations 
increase (decrease ) in short term ioans 


(142,610) 


NET CASH FROM FINANCING ACTIVITIES 


(1,262,737) 

(4.511,535) 

NET INCREASE (DECREASE ) IN CASH AND CASH EQUiVALENTS 


(159,103) 

267.911 

Cash and cash equivalents at the beginning of the year 


591,556 

323,645 

Cash and cash equivaients at the end of the year 


432,453 

(159,103) 

591,556 

267,911 
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NOTES TO THE FINANCIAL STATEM6NTS FORTHE YEAR ENDED 30 JUNE 2013 


2013 2012 

R R 


1 HOUSINGDEVELOPMENTFUND 


Housing Development Fund 
Unappropriated Surplus 

Loans exUnguished by Govemmenl on 1 Apri! 1998 


The Housing Development Fund is represented by Ihe follovring assels and liabaities 
Houslng selling scheme loans ( see note 13) 

Housing renta) and Instalmenl debtors ( see note 15 ) 

Debtors - Department of Housing 

Bankand cash 

Sub-tolal 

Credilors 

Total Housing Development Fund Assels and Llabililies 

2 LONG TERM LIABILITIES 

Capita^sed lease liability 
External loans 

Less current portion transferred to current liabililies 


Exlernal loans are made up of loans from Ihe Devetopmenl Bank of SAand First National Bank as detailed in Appendix A 

Finance Leaso Obligatlort 
Minimum Leasa Paymenl Due 

- \,vilhln 1 year 

- wllhin 2nd and 51h year inclustve 
Less Mure linance cosls 

Present Value of minlmum lease paymenls 

• withln 1 year 

• withln 2nd and 5th year Induslve 

The lease term Is 6 years. The finance charges Is recognlsed a$ an expense In the slatemenl of flnancial performance. 
The leasedasset, Ihe JeepGrand Cherokee, Is Inctuded In Property Planlandequipmenl inNoleS 

Nel Long Term Uabllltles 
Extemal Loans 
Flnanca Lease Obllgatlon 


3 CREOITORS 

Trede creditors 
Slatfleava 
VAT provieion 
Peyments in advance 
Retention payable 
NaUonal Lottery 
Deposits oiher 
Olher aeditora 
PrlorYear Adjustment 


4 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 
4.1 Condilional granls from oUierspheres of govemmenl 
Total conditional grants and receipls 
MIG 

Openlng Balancs 
Recerved Ouring Ihe year 
Expended Ouring Ihe year 
Closlng Balance 

FMG 

Opening Galance 
Recefved During the year 
Expended During Ihe year 
Closing Balance 

MSIG 

Openlng Balance 
Received During Uie year 
Expended During Ihe year 
Closlng Balance 


2,823,670 

2,879,277 

2,823,670 

2,879.277 


0 

0 

1,824,757 

1,799,083 

165,332 

165,332 

833,582 

914,862 

2,823,670 

2,879,277 

2,823,670 

2,879.277 


21,759,394 

22,879.520 

21,759,394 

22,879,520 

-4.464,416 

-2,725.713 

17.294,978 

20.153,807 


167.419 

155,959 

472,257 

623.838 

629,676 

779,797 

(115.9711 

(170.8421 

513,705 

606,855 

126,426 

121,771 

365.279 

467.064 

513.705 

608.655 


17,294,978 

20,153,807 

365.279 

487.084 


^17J80,257__20j640|91_ 


1,362,049 

1,241,282 

1,619,477 

1,371,005 

159.3M 

92,508 

0 

165,504 

0 

103,898 

163,557 

1,163,700 

0 

3,304 

44,173 

77,818 


2.085.809 

3.348.612 

6,324.628 


0 

118,143 

0 

118,143 


0 

18,404,000 

-18,404,000 

0 

15,171,000 

-15,171,000 

0 

0 

0 

1,600,000 

-1,500,000 

342,186 

1,500,000 

-1.842.186 

0 

0 

0 

800,000 

-800,000 

66,811 
790,000 
-856,81 1 

0 

0 
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2013 2012 


DoE Funding 
Opening Balance 
Recelved During Ihe year 
Expended Dunng Ihe year 

Closing Baiance 

General Granl 
Opening Balance 
Received Ouring Ihe year 
Expended During the year 

Ciosing Baiance 

Housing Plan 

Opening Batance 
Received During Ihe year 
Expended During Ihe year 

Closing Qalanca 

6 VAT 

VAT refundabie 

VAT is payabie on the recelpls basis 


R 


R 


0 

3,392,285 


0 

0 


0 

-3,392,285 


0 

0 


58,025 

58,025 

0 

0 

-58,025 

0 

0 

58.025 


60,118 

66,901 

0 

0 

-60,118 

-6,783 

0 

60.118 

1.573.101 

341.033 

1.573,101 

341.033 
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6 PROPERTY.PLANTANDEQUIPMENT 


Reconciliation of carrying value 


Can^^ng valueat 1 July 2012 
Cost 

Revaluation 

Accumulated depreciation 

- Cosl 

- Revalualion 
Acqulsitions 

Capital under conslruction 
Disposal; Cost 
Disposal: Depredation 
Depredalion 

- basedon cost 

- based on revaluation 
Carrying value of disposals 

Cost/revaluatjon 
Accumulated depreciation 

Carrying value at 30 JUNE 2013 
Cost 

Revaluation 

Accumulated depredation 

• Cost 

• Revaiuation 


Reconcilialion of carrying value 


Land and 
Bulldlngs 

Infraslr- 

ucture 

FurnKuro & 
Equipmcnt 

Vehlcles 

Machinery & 
Tools 

Total 

63.801,179 

5,583,446 

69,416,980 

600,029 

3.343.417 

(665.622) 

2,194,717 

831,792 

129,588,085 

5,497,853 

(6,261,184) 

(1.241.195) 

{28.418.104) 

1.884.833 

(2,094,080) 

239.313 

(1.400.088) 

-660,773 

(38,834,229) 

882,951 

51.862.246 

228.992 

9.202.687 

43,483.738 

1.666,274 

9.225,487 

823,028 

700.204 

794,629 

4,512,979 

171,019 

32,475 

97,134,660 

7,140,925 

18,428,174 

(1.909,375) 

(2.538.271) 

(230.163) 

(620,980) 

(72,250) 

(5,371,040) 


63.232.857 

5.563.446 

(8.170.559) 

(1.241.195) 

Lattd and 
Buildings 


80.308,741 

600,029 

(30,956.375) 

1.684.833 

61.837.228 


4,043,821 6,707,695 864,267 

(665.622) 

(2.324,243) (2,021,068) -733,023 

239,313 

Furniture& Veliicles Machincry& 
Equlpmenl Tools 


155,167,183 

5,497,653 

(44,205,269) 

662,951 

117,332,719 


Canying value at 1 Juty 201 1 
Cost 

RevaluaUon 

Accumulated depreclatlon 

• Cost 

• Revaiuation 
AcquisiUons 

Capltal under constnjction 
Reveiuation: Cost 
Revaluatlon; Depreclatlon 
Depredatlon 

• based on cost 

• based on revaluation 
Carrylng value of disposals 

Cost/revaluation 
Accumuleted depredalion 

Carrylng value at 30 JUNE 2012 
Cost 

RevaluaUon 

Accumulated depredation 

- Cost 

- Revaluation 


Refer lo Appendix B for more detail on property.plant and equipmenl 

Assets UnderConstrucllon: 

Office Extension 
Thusong Cen^e 
Slaff Faclllties 
Thokozane Creche 
D708 

Dumela Brldge 

D1006 

D599 

RehablitationofTrusl Feed Road 
Constfuction of Shalkenl Road 
Gqugquma Road 
Constnjclion of Kwanlanzi Rd 
Upgrade of Nev/ Hanover Exl Roads 
RehablilaOon of Thokozane Road 
Upgrading of Efaye Road 
Cool Air Sports Field 
Mpokvenl SportsTrack 


44.994,272 

5.563.446 

(4.654,658) 

(1,241.195) 

44.661.865 

1.404.096 

7.402.811 


62.718.807 

600.029 

(24.100,907) 

1.684.833 

41,102.762 

6,698,173 


3,171,896 3,296,223 

(665.622) 

(1,941,878) (2,552,515) 

239.313 

803,709 743,708 

171.521 641,162 


501,260 

6,138,620 

470,902 

123.533 

947.825 

137.397 
201,741 
751,199 

2,601,757 

491,235 

130,806 

799.539 

784.398 
1,185,220 
1,194,370 
1,177,005 

791,366 


114.820,644 

5.497,853 

(33,767,394) 

882,951 

87,434,054 

9,107,298 

7,402,811 


(1.606.526) 

(4.317,197) 

(152.202) 

(344,109) 

•143,337 

(6,663,371) 




(1,742,668) 

1.496,536 


(1,742,668) 

1,496,536 

63.801.179 

5.563.446 

69.416.980 

600.029 

3,343,417 

(665,622) 

2,194,717 

831,792 

129,588,085 

5,497,853 

(6,261.184) 

(1.241.195) 

51.862.246 

(28,418.104) 

1.884.833 

43.483.738 

(2,094.080) 

239.313 

823.026 

(1,400,088) 

794,629 

(660,773) 

171.019 

(38,834,229) 

882.951 

97.134,660 


94,664 

5.015,326 

1,772,111 

520,708 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 
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7 INTANGIBLEASSETS 

Software Licences and LAN Nehvork 
Cosl 

Amortisalion 

CarfyingAmount 

The sofhvare and nehvork is being amortised over 5 years beng ils uselU Dfe 

8 CONSUMERDEBTORS 
Balancos a( 30 June 2013 


Receivables from Exchango Transaclions 

Servlco deblors 

Housing 

Sundry (Inleresl) 

Roceivables from Non-Exchangc Transaclions 

Rates 

Totai 

Agelng 


Curent ( 0 - 30 < 31 • 60 days 

Rccelvables from Non-Exchange TransacUons 

Rates 2.569.282 1.610.644 

Recclvables from Exchange Transactions 

Refuse Services and olher ■ 697.569 926.878 


BaUncos at 30 June 2012 

Recelvables from Exehango Transactlons 

Service debtors 

Houslng 

Olher 

Reeelvables from Non-Exchange Transactlons 

Rales 

Tolal 

Agelng 


Curent ( 0 • 30 ( 31 • 60 days 

Receivables from Non-Exchange Transactlons 

Rates 1.502.979 883.198 

Receivables from Exchango Transactlons 

Refuse Services and olher 756.234 716.443 


2013 2012 




R 

R 



321,844 

-321,844 

321,844 

-321,844 



0 

0 


Gross 

balance 

Pfovislon for 
doubtful debts 

Net 

balance 


2,572,783 

566,252 

27.982,970 

-1,300.418 

-11.722.567 

1,272,365 

566,252 

16,260,403 


31,122,005 

(13,022,985) 

18,099,019 


26,078.623 

0 

26,078,523 


57.200.528 

(13.022.9851 

44,177,542 

61 (o 90 days 

91 • 120 days 121 days and over 


1.300,083 

1,150,293 

19.447,321 

26,078,623 

893,125 

656,339 

27,748,104 

31,122,005 




57,200.628 


Gross 

balance 

Prevlslonfor 
doublful debts 

Net 

balance 


2,004,032 

616,546 

22,008.147 

•1,300,418 

-11.722.567 

703,614 

616,546 

10.285.580 


24,628,725 

(13,022,985) 

11,605,740 


20.774.422 

0 

20.774.422 


45.403,147 

(13.022.9851 

32.380,162 

61 to 90 days 

91 • 120 days 121 days and over 


795,631 

741,616 

16,850,999 

20,774,423 

694,345 

676.564 

21,785,138 

24,628,724 


45,403,147 


The canylng vafue of deblors !s assumed to approrfmate ils fair value slnce inlerest 1$ charged on accounls once gone into arreaars, 

An estimale Is made of doubtful debts based on a re\riew of all oulslanding deblors at yeat end. The current provJsion is consldered 
is considered adeguate slnce the buik of Iho deblors are rales deblors and Govemmenl Departments. Dobtors have not been dlscounted 
slnce interesl Is charged on airear balalnces on a monthly basis. 

Impairmenl loss on debtors is recognised In the Slalemenl c4 Flnanclal Perfomiance vvhen there is objective evidence thal it is impalred. 
The credil quality of trado and other receivables Ihal are neilher pasl nw duo nor impalred can be assessed by reference to extemal credlt 
ratings (if available) or lo historical Information abouf counleipai^ defaull ratcs: 


9 OTHERDE8TORS 

Dislrict Munidpality 
Thokazane housing 
Departmenl of Housing 
Accrued Inlerest 
uMngenl 
Olher 

Total olherdebtofs 

less; Provislonfordoubtful debts 


10 CALL INVESTMENT DEPOSITS 
32 day/90 day deposils 


404,244 

220,203 

1,438,744 

1,438,745 

165,332 

165,331 

49,180 

49,760 

259,356 

0 

560,275 

452,715 

2,877,131 

2,326,754 

2,877,131 

2,326,764 


5,472,448 

8,623,989 

5.472,448 

8,623,989 
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uMSHWATHI LOCAL MUNICIPALITY 

NOTES TO THE FINANCIALSTATEMENTS FOR THE YEARENDED 30 JUNE 2013 

2013 2012 

R R 


Investmenls are 32 day and /or 90 day money markel accounts. A catl account Is also he!d In whlch the equilable share Is transferred 
vvtien received, Funds are transferred from Ihe call accounl as and when reqinted. 


Bank 

Account No. 

Amount 


Standard 

0536-1443-4-f4 

13,144 

12,498 

Nedbank 




Investment 1 

1461827 

14,562 

14,017 

Inveslment 2 

0635053 

15,852 

15,259 

(nvestment 3 

1679521 

81,266 

78,217 

FNB 

Investment 1 

62101572081 

406,250 

1,586,324 

Inveslment 2 

62101572172 

11,072 

10,962 

Call Account 

62101571710 

1,647,222 

3,783,291 

Call Account; Housing 

62214429799 

61,917 

60,118 

ABSA* 




1 Invesbnenl 1 

20- 66260264 

3,221.173 

3,063,302 



5.472.448 

8.623,989 


* Ttie ABSA investment is ceded to DBSA as security fof Ihe loan laken from Ihe DBSA. (Refer to Appendix 'A^. 
11 BANKBALANCESANDCASH 


The Munlcipality has the follovring bank accounls; 


Current account (Primary bank account) 


First Nalional Bank - 
Accounl number - 62025429232 

Cash book batance at beginning of yoar ( overdrav/n ) 
Cash book balance at end of year 

Gank statement balanca at beginnlng of year 
Bank statement balance at end of year 


689,210 

321,300 

430,109 

589,210 

485,147 

307,931 

360,093 

485,147 
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uMSHWATHt LOCAL MUNICIPALITY 

MOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 


12 REVENUE FROM NON EXCHANGE TRANSACTIONS • PROPERTY RATES 
Actual 
Agricultural 
Residential 
Commercial 

Public service infrastructure 

State 

Other 

Total assessment rates 

Gross Rates 
Rebates 

Net Rates 

Valuations as at 01 July 2012 
Agricuitural 
Resldential 
Commerclal 

Publlc service Infrastructure 

Slate 

Ottier 

Total property valuations 


13 REVENUE FROM EXCHANGE TRANSACTIONS - SERVICE CHARGES 
Refuse removal 


14 GOVERNMENTGRANTSANDSUBSIOIES 

EquUable sbare 

Cllnlc subsldy 
Conditional grants utillsed 


MIG 

MSIG 

FMG 

HOUSINGPUW 
DEPARTMENTOF ENERGY 
DEPARTMENT OF ARTS AND CULTURE 


Refer AppendbcF 

15 OTHERINCOME 

Fees; Pfiolocopies 
Fees: Rates Clearance 
Library Flnes 
Interesi; Current Account 
Fees 

Commuf5lty Hall 
Malntenance 
Cemelery 
Postal Service 
Sundry • 


2013 2012 


R 

R 

4.822.195 

2,898,038 

3,842,660 

2,309,358 

1,770,240 

1,063.877 

4,235,217 

2,545,277 

891,990 

536,067 

15,662,302 

9.352,617 

63,595,624 

31,174.633 

(48,033,322) 

(21,822,016) 

16.562.302 

9,352,617 


2,522,223,000 

1,815,124,000 

888,496,000 

264,634,000 

261,436,000 

161,170,000 

1,128,196,000 

425,861,000 

155,243,000 

44,007,000 

82.963,000 

13,353,000 

5,038,657.000 

2.724,149.000 


1,649,791 

1.480,958 

1.649,791 

1,460,958 


55.307.000 

49,180,000 


210,076 

21.158.000 

21,269,065 

21.158.000 

21.479.141 

18,404,000 

16,171,000 

800,000 

856,611 

1,600,000 

1,842,186 

. 

6,783 

. 

3,392,265 

454.000 

. 

21.158.000 

21.289.065 


19,350 

12,358 

12,193 

11.652 

840 

691 

13,822 

12,583 

7,677 

20,793 

32.656 

31,656 

192,292 

116,864 

6.109 

5,522 

48,316 

51,298 

333,255 

263,417 


1 
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NOTES TO TH6 FINANCIALSTATEMENTS FOR THEYEARENOED 30 JUNE 2013 


16 EMPLOYEERELATEDCOSTS 

Employee related cosls - salaries and v/ages 

Employee relaSed cosls - corrlribuUons lo UIF.perrsion and medical cosls 
Trave),veh;cle,accommodation,subsls!ence and other allo’v/ances 
Houslng benefits and allovvances 
Overtime payments 
Bonus 

Skills Levy^>rolecliva Clothing/Bargainlng Council 
Sub-lotal 

LessiEmployee cosls allocated lo Properly.Planl atKl Equipment 
LessrEmpIoyee costs included In other expenses 
Total employea related costs 

There vvere no loans lo employees, 

Included in Employee Related costs: 

Remuneration of Ihe Municlpal Manager 
Ajinuai remuneralion 
Car allowarrce 

Conlribuliɓns to Medical and Pension Funds and UIF 

Remunerafion of the Chief Finandal Officer 

Annuai remuneralion 

Bonus 

Car allowance 

Conlributions to Medical and Penslon Funds 

Remunerafion of other managers 
3CLJun-2013 


Annual remuneration 
Bonus 

Carallowance 

ConWbutions lo Madical and Pension Funds 

30-Jun*2012 
Annual rerwjneraUon 
Bonus 

Car allowance 

Confiibutlons to Medical and Pension Funds 
17 REMUNERATIONOFCOUNCILLORS 
Mayor 

Deputy Mayor 
Speaker 

Exaculive committee members 
Coundllors 


2013 

2012 

R 

R 


21,272,404 

19,467,944 

4,533,611 

3,684,296 

1,447,575 

1,106,182 

114,728 

95,764 

713,728 

569,848 

1,147,832 

1,028,025 

462,200 

564,709 

29,692,079 

26,516,768 

29.692,079 

26,516,768 


786,651 

625,806 

135,468 

127,200 

0 

112.833 

922.119 

865.839 

640,462 

506,503 

15,000 

15,000 

102,240 

96,000 

943 

943 


658,645 616,446 


Technlcal 

Corporate 

Communily 

Servlces 

Ssrviees 

Servlces 

0 

523,462 

455,544 

0 

0 

13,250 

0 

69,319 

79,655 

0 

0 

44.332 

0 

592.781 

592.781 

491,514 

378,243 

426,932 

0 

0 

13,250 

65,066 

88,647 

74,794 

0 

91.712 

41.626 

556.602 

ssd.66i 

556.662 


630,734 

630,734 

362,329 

362,329 

362,329 

362,329 

1,021,671 

1,021,671 

3,919,008 

3,872,475 

6.298,071 

6.249.638 


Being a fuil lime councitlor Ihe Mayor has Ihe use of an office arKl a mayoral vehide 
fof offldal dutles 
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uMSHWATHI LOCAL MUNIClPALiTY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDEO 30 JUNE 201 3 


2013 

R 


2012 

R 


18 INTERESTPAID 
Exlernal loans 
Operating Lease Paymenls 
Flnanceleases 


Operatlng Leases • Rcntal: Coplers 

The municipality has recognised the leases on photocopiers as operaling leases and recognised the contractual 
payments as expenses. 

Operating Lease Commilmenls: 

-v/ithin 1 year 

- v/ithin 2nd and 5th year inclusrve 

19 PRIORPERIODERRORS 

Allov/ances for councillors sitting at tha Dlstricl 
for2009, 2010 and 2011 

PAYE ov/ed lo SARS for 2011 

Payments for 2012 not providedfor. 


Reslatemenl of Accumulaled Surplus and Credttorsfor 2012 

Accumulaled Surplus 
OriginalAmount 
RestatedAmount 

Credilora 
Ofiginal Amount 
RastatadAmount 


20 CASHQENERATEOBYOPERATIONS 

Surplus (deficit ) for the year 
Deficit - Kouslng operatlng eccount 
Ajjustmenlfor: 

Prloryear 

Depredatlon 

Revereal of Water Debtcrs i 

ContributJons to provlslons- non-current 
ContrlbuUons to provisions * current 
Contributions to bad debt provislon 
Investment income 
interest pald 

Operating deficit before woridng capital changes 
Change in Working Capital 


21 BANKBALANCESANDCASH 

Cash and cash equivalenls included In tfre cash llovv slalemenl comprise ttie 
follmwng amounts: 

CashonHand 
Bank balances and cash 


2,134,019 

2,704,115 

0 

0 

47.460 

0 

2,181.479 

2.704.115 


321,902 

274,857 

201,240 

523,142 


965,327 


830,910 


288,673 

0 

2.085.810 


106,058,438 

103,972,629 


4,239,016 

6,324,827 


34,614,169 

27,934,478 

5,371,040 

6,640,321 

0 

0 

•795,711 

-571,138 

2,181,476 

2,704,115 

41.370,977 

30,607,776 

-17,877,906 

-10,594,264 

23.493.071 

26.013.512 


2,346 

2,346 

430.109 

589.210 

432,454 

591,556 


22 RELATED PARTY TRANSACTIONS 

23.1 ThewifeofCouncillorM.J. MMrtze has aninlerest in SilverSlats, Ihe seiMce provider performing the grass cuUing function in 
Nev/ Hanover. 359,775 



uMSHWATHI LOCAL MUNICIPALITY 

NOTES TO THE FINANCIALSTATEMENTS FORTHEYEAR ENOiiO 30 JUNE 2013 


2013 2012 

R R 

ADDITiONAL DISCLOSURES IN TERMS OF MUNiCiPAL FINANCE MANAGEMENT ACT 

23 23.1 Conlrlbullons to organlsed local goverrimont 

Openlng balanco 
Council contribuUons 
Amount paid - current year 
Aniount pald - pre'iious years 
Balance unpald ( Included in creditors } 

23.2Auditfees 


Amount paid currentyear 590,860 630,652 

23.3 VAT 

Opening baiance 359,359 1,317,911 

Cuirentyear outputVAT -688,981 -625,108 

Currentyear inpulVAT 5,016,342 3,939,991 

Amount paW - current year 

Amount refunded by SARS - current -2,974,861 -4,333,435 

Amounl due from SARS - Included in debtors 1,731.840 359,359 


0 

0 

0 


23.4 PAYE and UIF 

Currenl year payroll deductions and Councll UIF conlributions 
Amount paid - currenl year 

23.5 Penslon and medlcal ald deductlons 

Currentyear payrol! deductlons and Coundl contribuiions 
Amount pald • current year 

23.6 Counclllors arrear consumer accounls 

No Councillors had arrear accounts oulslanding for more Ihan 90 
daya as at : 

30June2012 Tolal 


4,131,434 4,053,458 

4,131,434 4,053,458 


4,368,707 4,065,830 

4,368,797 4,065,830 


Outslanding Oulslandlng 

lessthan moralhan 

90 days 90 days 


30 June 2013 


Tolal 


Oulslandlng Oulslandlng 

lessthan morethan 

90 days 90 days 
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23.7General Expenses: Detail 

Advertisemenls 
Arls and Culture 
Audil Fee: Exlernal 
BankCharges 
Bursades 

Chemlcals and Oil Dispersants 
CommunlcaUon: Budgel Process 
Conferences & Semnars 
Crime Prevention 
EAP 

Entertalnmenl 
FBS & FB'e 
H iV/AIDS 

Hospitalify/Mayor's Outreach Program 

Houslng Plan 

IDP Review 

Informalion Technology 

Insurance 

Intemat Audit 

Law Enforcemenl 

LED Projecls 

Legal Expenses 

Malerials 

Medical Supplies 

PauperBurials 

Plant Hire 

Postage & Stamps 

Pound 

Prinling and StaUonery 

Purchases: Eleclricity 

Refreshments 

Refuse Removal 

Renlal; Copiers 

Road Slgns 

Securily 

SanlorCItlzena 

Sman Scale Olsasters 

Soclal Empowerment 

Spedal Projects 

Sporls Promotion 

Subscriptions 

Subslstance arxl Travelling 

Sundries 

Telephones 

Tools 

Towlng orVehlcles 
Town Plannlng 
Trainlng 

TransporWehide Cost 
Valuation Fees 
Ward Commitlees 
Waler Quality Monitoring 
Weman Empowerment 
Worionans Compensalion 
Youlh Desk 


2013 

2012 

R 

R 


290,179 

318,201 

74,242 

14,700 

590,860 

630,552 

68,925 

73,443 

103,114 

0 

0 

10,322 

593,774 

225,435 

498,907 

569,771 

3,290 

57,393 

593,026 

21,699 

0 

2,000 

1,231,448 

765,763 

96,467 

125,961 

135,812 

28,170 

13,500 

91,700 

747,167 

272,392 

1,853,630 

1,464,537 

444,595 

402,568 

351,484 

282,341 

52,925 

56,778 

421,886 

1,482,876 

192,696 

232,836 

217,848 

209,516 

35,111 

100,201 

29,180 

71,453 

376,412 

107,600 

133,390 

139,882 

380,000 

30.000 

354,946 

264.526 

1,095,904 

920,100 

174,872 

193,548 

718,012 

1,265,097 

566,642 

587,073 

11,720 

7,140 

1,224,899 

1,283,328 

190,802 

0 

197,078 

31,547 

486,640 

98,985 

207,723 

515,729 

820,993 

935,980 

429,384 

176,082 

1,763,970 

872,123 

10,052 

26,463 

1,333,472 

1,241,093 

0 

16,258 

0 

350 

107,768 

98,145 

540,818 

562,616 

1,487,249 

1,716,074 

209,993 

31,639 

923,181 

463,129 

0 

5,000 

282,942 


1,947 

616 

122,915 

259,408 

22.775,771 

19,360,128 


23.8 Bank Account held by the Munlcipallty 


Bank 

Type 

A/CNo. 

2013 

Openlng 

Closlng 

2012 

Openlng 

Ciosing 

FNB- PrimaryBankAccounl 

Chq 

62025459232 

485,147 

380,093 

307,931 

485,147 

Standard Bank 

Inv 

0536-1443-4-14 

12,498 

13,144 

11,853 

12,498 

Nedbank 

Inv 

1461827 

14,017 

14,562 

13,433 

14,017 

Nedbank 

Inv 

0635053 

15,259 

15,852 

14,623 

15,259 

Nedbank 

Inv 

1679521 

78,217 

81,256 

74,959 

78,217 

FNB 

Inv 

62101572081 

1,586,324 

406,250 

58,381 

1,586,324 

FNB 

Inv 

62101672172 

10,962 

11,072 

10,852 

10,962 

FNB 

Inv 

62101571710 

3,783,291 

1,647,222 

500,987 

3,783,291 

FNB 

Inv 

62214429799 

60,118 

61,907 

66,901 

60,118 

ABSA 

Inv 

20-6626-0264 

3,063,302 

3,221,173 

2,920,571 

3,063,302 
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2013 2012 

R R 

24 CAPITAL COMMITMENTS 


Commllmenls in resped of capital expendilure: 


- aoproved and contracted for 

Infraslruclura 

7.796,522 

16,250,000 

Community 

0 

2,300,000 


7,796.522 

18,550,000 

This expenditure will be financed from 

- capilal replacement reserve 

0 

u 

-govemmentgrants 

16,250,000 

Revenue 

7.796.522 

2,300,000 


7.796.522 

18.550.000 


- approved but not yel contracted for 


Ir\fra$tructar6 

10,103,478 

11,610,000 

Landand buildings 

8,618,000 

0 

Community 

3,300,000 

0 

Plant 

1,000,000 


Vehicles 

1,700,000 


Furniture and Equlpment 

800,000 



25.521.476 

11.610,000 

Thls expendilure witi be financed from 

- capilal replacemenl resetve 

22.296.000 


- govemmentgrants 

11,610,000 

Revenue 

11,022.000 

0 

^^3j3i8j00^ 

11.610.000 


25 RETIREMENTBENEFITINFORMATION 
I 

Cartain Counciliors and Certain empioyees balong to defined benera plan of Ihe Natal Jolnt Superannuation and 
Retirement funds, and theMunidpal Coundilors’Penslon Fund. Employees of uUshwalW make up less 
1 % of the total members of the funds. uMshwalhi's liabilily in ihese funds could nol be delermlned ov/ing 
malnlyto thelhe assets notbelng allocated to each Munlclparity and one setoflinancialsbefng prepared 
for each fund and not per munidpalily, These funds aro sub]ect to a triennlal aclurtal valualion. The last 
vaiuation was performed In 2005. 

Current Yeai's Conlribution ^^_4j4|6j|5^^^^j262j06^ 

28.1 SUPERANNUATION FUNO 

The actuarlal value of total assels was R121,7 mlllionmore than the actuarfat 
value of the liebiliUea for servlco of members lo that dale and for pensionors, 
made up as foSows 

26.1.1, eurplua ofR 210million In respect of pensloners (funding level 119.4%) 

25.1.2, defidl of R 88,3 million In respect of members (funding level 95 %) 

25.1.3. the fund was thus 104,3% funded 

25.1.4. the fund dld not hold an Investment reserve. 

25,1.6. the lotal conWɓutlon rale payable, including the surcharge by and on 
behatfofmembers, exceeded thatrequiredforfuture serviceby 1.41% 
of member's penslonable emohiments 
25,1 ,8. An addi^onal contribution by way of a surcharge amounting lo 6% of 

salaries is currently in place to fund the deftclLThis surcharge vnll reduco to 
4.5 per cent with effecl from 1 Juty 2007. 

25.2 RETIREMENT FUND 

The actuarlal value of tolal assets was R140,9 mlKirm less Ihan the acluarial 
value of Ihe Eabililies for service of members lo that dale and for penstoners. 
madeupasfoilows 

25.2.1. surpius of R63,4 million in respect of penstoneis (hinding level 1 16,2%) 

25.2.2. defidt of R204,3 miltion in respect of members (funding lcvel 73,0%) 

25.2.3. the fund was Ihus 87,7% funded 

25.2.4. the fund did nol hold an investment reserve 

25.2.5. the tolal contirbub'on rate payable (including Ihe surcharge of 14% 
payable jointly by pre-1 July 2002 members and by emptoyers on Uieir 
behalf) exceeded ihat requlred for future service by 12,59% of members 
penslonable emoIuments.Thls should be suflidenl to eliminate Ihe delicit by 
2010 provided that salary increases do not exceed CPIX ptosO.5 %. 
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NO i ES TO THE FtNANCIAL STATEMENTS FORTHE YEAR ENOEO 30 JUNE 2013 


2013 

R 


2012 

R 


26 CONT1NGENTUABILITIES 

The foHovving cases are slill pending involving Ihe municipayty: 

Pfomac Consulling 

Thls amounl is for cosulting fees for a projecl vvhlch v/as never InKlated and the munlctp3aily 
Is of Ihe opinion Ihat it Is not liable for Ihis cost. 

Siyabonga Proteclion 

This is for an objection raised by Slyabonga Protection on the avvard of a security tender. 

CSM Consulting 

This matler Is for a daim for \vork done on a houslng projecL Any amount paid by the murdcipatity 
is dalmed back from the Departmenl of Human SetUemenL 


27 RISKMANAGEMENT 

The munidpatlty’s actiwdes expose il lo a variety of finandal risks; market risk ( feir vakie interest rate risk and cash flov/ Interest rale risk) 
aedit risk and liquldity risk. The munidparity has deveetoped a comfwehensive risk stralegy fe terms of Treasuiy Reguiation 28.1 in order to 
monilor and conlrol Ihese risks. Internal Audit funcSon repoits quaiteriy to ihe Aucfit Commitlee. an independent body that moniiors risks and 
polides implemented to midgate risk exposures. The risk managemenl process relaBrvg to each of these risks is discussed under the headings below. 

Liquidity risk 

The enUty manages liquidity risk through proper management of working cajHtal, capital expenditure and actual forecast cash flovvs and ils cash 
management policy. Adequate reserves and tiquid resources are also malntained. 


As ihe munldpaality has no significant interest-bearing assets, Ihe enlit/s Income and operaling cash flows are sobslantially independenl of changes 
in marketlnterestrales. 


Credit risk conslsts malnly of cash deposils, cash equlvalenls and Irade recelvaWes. The enUty only deposits cash vrith majer banks v/ith high quaiity 
credit slanding and llmils exposure to any one counler-party. 

Trade receivables comprise a wldespread customer base. Managemenl evaluated eredil risk relaling to cusiomers on an orvgolng basls. I( customars ere 
are independenUy raled. Ihesa. ratings are used. Otherwise, if Ihere Is no independent rating, risk contiol assesses the credit quality of the cuslomers, 
taklng Into account its finanda! posilien, past experience and olher fectois. 


609,878 

60,000 

100,000 


-■ 33 - 


IRREGULAR EXPENDiTURE 













































































































































































































































Recondliation of Actual and Budget Information 
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Capital Funding Recognised (Induded in Other Revenue) 18.404,000 Budgeted Surplus 

Internal Funding for Capex 7,165,099 

Total Capex 25,569,099 
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